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Survey of Common Trust Funds, i960
THE CONTINUED LARGE GROWTH in num-
ber of common trust funds in 1960 reflected
both the creation of new funds and the split-
ting of some existing funds as banks in-
creased their use of split-funding and of
special funds to help meet the investment re-
quirements of individual fiduciary accounts.
Most of the increase during the year in the
market value of assets held by common trust
funds represented net additions to principal.
Holdings of domestic corporate bonds in-
creased more than all other investments.
NOTE.—This article was prepared by Charles W.
Bryson of the Board's Division of Bank Operations.
For results of the fifth Annual Survey of Common
Trust Funds, see the BULLETIN for May 1960, pp.
478-84.
As defined by Section 584(a) of the Internal Rev-
enue Code of 1954, a "common trust fund" is a fund
maintained by a bank or trust company "(1) ex-
clusively for the collective investment and reinvest-
ment of moneys contributed thereto by the bank in its
capacity as a trustee, executor, administrator, or
guardian; and (2) in conformity with the rules and
regulations, prevailing from time to time, of the Board
of Governors of the Federal Reserve System pertain-
ing to the collective investment of trust funds by na-
tional banks."
At the end of 1960 the aggregate market
value of assets held by common trust funds
was $2,813 million. These assets increased
$146 million, or 5 per cent, during the year.
These are some of the findings of the sixth
Annual Survey of Common Trust Funds
conducted by the Board of Governors of the
Federal Reserve System as part of a program
to provide information about principal uses
of savings. Table 1 shows summary statistics
from all the Surveys.
GROWTH OF FUNDS
Expansion in common trust funds may be
measured both by changes in the number of
funds and by changes in the number and
average size of the participating fiduciary
accounts.
Number. Changes in the number of com-
mon trust funds in operation reflect not only
establishment of new funds but also mergers,
splits, and liquidations. During 1960, 48
new funds were established. Four existing
funds were each split into two separate
TABLE 1
SUMMARY OF COMMON TRUST FUND ACTIVITY 1955-60


























































































i Includes real estate mortgages, savings accounts, and principal
cash.
NOTE.—Details may not add to totals because of rounding.
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funds. One fund was liquidated. And in
each of three banks two existing funds were
merged. Mergers, splits, and liquidations
were offsetting, however, so that the net in-
crease in number of funds during the year
was the same as the number of new funds
created. At the end of 1960 there were 421
funds in operation in 44 of the 49 jurisdic-
tions (48 States and the District of Co-
lumbia) that permit them.
1
Growth in number of funds in 1960 con-
tinued at the rapid rate of recent years. This
sharp growth seems to indicate an increas-
ing awareness of the adaptability of these
funds in handling the investments of rela-
tively small fiduciary accounts at lower cost
and with greater diversification in holdings
than would be possible if individual accounts
were invested separately.
Growth in 1960 was sharpest among na-
tional banks, as it has been for several years.
The number of such banks operating com-
mon trust funds increased by 19 and the
number of funds they administer increased
by 43. At the end of 1960 national banks
were operating 59 per cent of the total num-
ber of funds.
Asset holdings of funds in national banks
continued to represent an increasing pro-
portion of the assets of all common trust
funds. At the end of the year this group
held more than one-third of the total. Some
of the growth at national banks during 1960
reflected the conversion to, or merger with,
national banks of four State member banks
operating six common trust funds. At the
end of 1960 the total holdings of these six
funds amounted to $38 million. Despite the
rapid growth in both the number of funds
and their assets at national banks in recent
years, funds operated by State member banks
continue to hold the major part of the assets
of all common trust funds—54 per cent at
the end of 1960. Distribution by class of
bank at the end of 1960 is shown below.
TABLE 2
COMMON TRUST FUNDS AND THEIR INVESTMENT
HOLDINGS, BY CLASS OF BANK, I960
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1 The State statutes of Alaska and Iowa are silent on
the subject of establishment of common trust funds.
1 See Table 3, note 1.
2 See Table 4, note 2.
3 Details do not add to totals because some banks operate two
or more funds.
4 See Table 3, note 2.
Fiduciary accounts. The number of trusts
and other fiduciary accounts invested in
common trust funds increased by 8 per cent
to 126,000 during I960, and the average
participation declined from about $23,000
to $22,300. These figures do not make al-
lowances, however, for accounts that may
be invested in more than one fund. Further-
more, they do not indicate the total number
of individuals benefiting from participation
in common trust funds; many participating
trusts have more than a single beneficiary.
INVESTMENT ACTIVITY
Holdings of all classes of securities in com-
mon trust funds increased during 1960. The
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largest increase was in holdings of domestic
corporate bonds, particularly public utility
issues. Among U. S. Government securities,
increases in holdings of marketable issues,
largely the attractive medium-term Treasury
notes, were more than sufficient to offset the
continued decline in nonmarketable secu-
rities. Common stock holdings rose slightly
during the year, with a substantial increase
in public utility issues more than offsetting a
decline in manufacturing issues. Common
stocks continued to constitute more than half
of the total investments of common trust
funds at the end of 1960.
Gross investment transactions of these
funds, representing the total of acquisitions,
sales, and redemptions, totaled $781 million
in 1960, as shown in Table 3. This was
$149 million less than in the previous 12
months. Transactions activity—the ratio of
TABLE 3
INVESTMENT HOLDINGS, PURCHASES, AND SALES OF COMMON TRUST FUNDS, 1960
a
[Dollar amounts in millions]
Type of holding
 2






















Total holdings (including principal cash).










































































































































































































1 The Survey includes all common trust funds operated by banks
and trust companies in the United States and administered under
subsection (c) of Section 17 of the Board's Regulation F. The
reporting date for each fund is the valuation date falling in the fourth
quarter of the calendar year. The reporting period of funds other
than new ones covers 12 months. Reporting dates in 1960 ranged
from October 10 through December 31. For funds that began
operating'during 1960, investments are included in end-of-year
tabulations of holdings and also in tabulations of purchases and
sales; the cash and U. S. Government nonmarketable securities
placed with the new funds by fiduciary accounts are included in
tabulations of net additions to principal.
2 Nonmarketable U. S. Government securities are valued at cost
and other holdings at market value. Purchases are shown at cost
and sales at proceeds realized. Conversions and exchanges of
securities are treated as sales of securities surrendered and purchases
of securities received. Stock rights held at beginning or end of
reporting period are included in appropriate investment category at
market value. Proceeds from sales of such rights are included in
proceeds from sales of securities during period.
3 Mainly quasi-governmental issues and foreign issues.
4 Less than .05 of 1 per cent.
5 Less than $50,000.
NOTE.—Details may not add to totals because of rounding.
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gross transactions to the aggregate portfolio
—declined from about 35 per cent in 1959
to 28 per cent in 1960.
New participations in common trust funds
totaled $280 million and withdrawals $137
million in 1960. Of the net addition of
$143 million during the year, it is estimated
that 65 per cent was invested in bonds, 28
per cent in common stocks, 5 per cent in real
estate loans, and that the remainder was
added to principal (uninvested) cash.
CHANGES BY TYPE OF FUND
 2
All types of common trust funds experienced
net increases in their total holdings in 1960,
as shown in Table 4, but most of the growth
occurred in diversified discretionary and spe-
cial discretionary types. Growth in special
funds reflected mainly net additions to prin-
cipal and to a lesser extent a transfer of
assets from diversified funds when the latter
were split into common stock and fixed-
income types. The increase in holdings of
diversified funds reflected net additions to
principal. These more than offset the trans-
fers between these funds and special ones,
noted earlier, and the depreciation in the
market value of their holdings of common
stocks.
Although the assets of both special and
diversified funds continued to increase dur-
ing 1960, banks continued to place greater
reliance on special funds as an operating
medium. The number of these funds in-
creased by 50 during the year, while the
number of diversified funds declined by two.
Since surveys of common trust funds were
started in 1955, growth in special funds has
far outweighed that in diversified funds. Over
this period the number of special funds has
increased by 139, or almost eight times,
2 For descriptions of the different types of funds, see
note 1 to Table 4.
while the total number of diversified funds
has increased by ojily 84, or 19 per cent. In
each of the two types the expansion in assets
has been roughly proportionate to the
change in number.
USE OF SPECIAL FUNDS
Many banks rely entirely on special funds,
and they usually operate more than one. In
some instances, however, a bank may oper-
ate a special fund—either a common stock
fund or a fixed-income fund—in conjunction
with a diversified fund to give balance to a
participating trust. Of the 157 special funds
in operation at the end of 1960, 77 were
invested only in common stocks and the re-
maining 80 were invested only in fixed-
income securities.
Some special funds have more particular
purposes than those indicated above. Sev-
eral banks, for example, operate two com-
mon stock funds—each having a different
emphasis on investment characteristics of
the equity selections. Five banks operate
funds that are invested solely in tax-exempt
State and municipal bonds, while another
operates a fixed-income fund invested only
in preferred stocks. By operating two or
more special funds, at least one of which is
invested in common stocks and one in fixed-
income securities, a trust institution can
adopt a split-funding arrangement for han-
dling the investments of its small bona fide
fiduciary accounts.
Such a split-funding arrangement permits
participation in either or all funds in vary-
ing proportion, in accordance with the needs
of the individual fiduciary account. It also
gives the trust institution greater flexibility
in diversifying the investments of participat-
ing fiduciary accounts than is possible with
a single fund having a given ratio between
fixed-income investments and common
Federal Reserve Bulletin: May 1961SURVEY OF COMMON TRUST FUNDS, 1960 529
TABLE 4
MARKET VALUE OF INVESTMENT HOLDINGS OF COMMON TRUST FUNDS, BY TYPE OF FUND, 1959-60
l




Bonds, notes, and certifi-
cates total
U. S. Government












Net additions to principal
funds
Net appreciation in mar-
ket value of investments.
Net realized capital gains.
Net transfers due to splits,




























































































































































































































1 See Table 3, note 1.
For classification purposes, a discretionary common trust fund
is one in which all of the investments of the fund—both as to in-
dividual securities and as to proportions of classes of investments—
are made at the sole discretion of the trustee. Legal common trust
funds differ from State to State depending on the plan and the State
statute under which they operate: In all States except New York
and New Jersey, a legal common trust fund is one in which the plan
limits investments to those authorized by State statute as legal for
funds held in individual fiduciary accounts. In New York and New
Jersey, funds designated by their plan as legal common trust funds
are specifically restricted by statute. A diversified common trust
fund is one invested in all classes of securities; whereas, a special
common trust fund is one that is restricted by plan or institutional
policy to one type or class of investment, that is, fixed-income in-
vestments or common stocks; these funds may be either discretionary
or legal.
2 See Table 3, note 2.
3 See Table 3, note 3.
4 Less than $50,000.
TABLE 5
SIZE DISTRIBUTION OF COMMON TRUST FUNDS, I960
1
[Dollar amounts in millions]
Size of fund 2
(total holdings,



























































































1 See note 1 to Tables 3 and 4. ~ See Table 3, note 2.
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stocks. The number of banks using the split-
funding arrangement increased from 39 in
1959 to 62 in I960, and the holdings in
these funds increased from $353 million to
$456 million.
GEOGRAPHIC DISTRIBUTION
During the six years covered by the Survey,
the number of common trust funds has in-
creased in all geographic sectors. During
1960 the largest increases in number of new
funds were in Massachusetts, New Jersey,
Minnesota, and Ohio (6, 5, 4, and 4, re-
spectively). Pennsylvania, New York, and
Massachusetts had the largest number of
funds at the end of the year (67, 48, and 25,
respectively), as shown in Table 6. On the
basis of dollar amounts held, these three
States ranked in the same order.
While 54 per cent of the assets and 40
per cent of the number of funds are in the
Boston, New York, and Philadelphia Dis-
tricts, the rate of increase in assets continues
to be slower in these districts than elsewhere.
The distribution of funds by Federal Reserve
district at the end of 1960 is shown in
Table 7.
Many factors—such as State laws that
limit investment in certain classes of securi-
ties, State and local taxes on certain types of
securities, and local investment practices—
tend to affect the geographic distribution of
particular classes of assets. Investments in
common stock represent the largest propor-
tion of all assets, but the proportion varies
widely from one area to another.
Investments in common stocks, for ex-
ample, range from a low of 44 per cent in
the Cleveland and Atlanta Districts to a high
of 60 per cent in the St. Louis District. The
wider use of legal common trust funds in the
New York, Philadelphia, Cleveland, Rich-
TABLE 6
STATE DISTRIBUTION OF COMMON TRUST FUNDS, BY TYPE, I960
1
State, with year of
legalization of common
trust funds







































































































































































































1 See note 1 to Tables 3 and 4.
2 By court decision; legislation was enacted in 1955.
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mond, and Chicago Districts accounts to
some extent for the smaller proportion of
common stock holdings in these Districts.
Legal funds are restricted as to the propor-
tion of their assets that may be invested in
such stocks.
Common trust funds as a whole have
about one-tenth of their assets in preferred
stocks. For funds in the Philadelphia Dis-
trict the proportion is about one-fifth. Funds
in that District hold more than half of the
preferred stocks held by all common trust
funds. The more extensive investment in
preferred stocks in the Philadelphia District
reflects in large part the fact that in Pennsyl-
vania there is a personal property tax on
senior corporate securities, but not on pre-
ferred stocks.
Real estate loans represent less than 2
per cent of all investments of common trust
funds. Local investment practices seem to
account for the fact that in the Kansas City
District these loans represent about one-
seventh of the total portfolio.
TABLE 7
TYPES OF COMMON TRUST FUNDS AND INVESTMENT HOLDINGS, BY FEDERAL RESERVE DISTRICT, I960
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1 See note 1 to Tables 3 and 4.
2 See Table 3, note 2.
3 Less than $50,000.
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